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FINANCIAI^COMPLIANCE  AUDITS 


Financial-compliance  audits  are  conducted  by  the  Office  of  the  Legislative  Auditor  to  deter- 
mine if  an  agency's  financial  operations  are  properly  conducted,  the  financial  reports  are  pre- 
sented fairly,  and  the  agency  has  complied  with  applicable  laws  and  regulations  which  could 
have  a  significant  impact  on  the  financial  schedules.  In  performing  the  audit  work,  the  audit 
staff  uses  standards  set  forth  by  the  American  Institute  of  Certified  Public  Accountants  and  the 
United  States  General  Accounting  Office. 

Financial-compliance  audit  staff  members  hold  degrees  with  an  emphasis  in  accounting.  Most 
staff  members  hold  Certified  Pubhc  Accountant  (CPA)  certificates. 
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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

This  is  our  financial-compliance  audit  report  on  the  Fire 
Services  Training  School  for  each  of  the  two  fiscal  years  ending 
June  30,  1986.  This  report  contains  an  unqualified  opinion  on  the 
school's  financial  schedules  and  does  not  contain  any  recommenda- 
tions. 

We  thank  the  director  of  the  school  and  the  school's  staff  for 
their  cooperation  and  assistance  throughout  the  audit. 

Re^ectfully  sujimjtted. 


Scott  A.   Seacat 
Legislative  Auditor 


Office  of  the   Legislative  Auditor 

FIRE  SERVICES   TRAINING   SCHOOL 

Financial-Compliance  Audit 
For   Fiscal   Years   1984-85  and   1985-86 


Members  of  the  audit  staff  involved  in  the  audit  include:  Wayne 
Cuazzo,  Wayne  Kedish,  Gary  Trescott,  Amy  Vanica,  Don  Davies, 
and   Lisa  Warburton. 
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INTRODUCTION 

We  performed  a  financial-compliance  audit  of  the  Fire  Services 
Training  School  (FSTS)  for  the  two  fiscal  years  ended  June  30, 
1986.      The  audit  objectives  were  to: 

1.  determine  if  the  school's  financial  schedules  present 
fairly  the  results  of  operations  for  the  two  fiscal  years 
ended  June  30,    1986; 

2.  determine  if  the  school  complied  with  applicable  state  and 
federal   laws  and   regulations;   and 

3.  make  recommendations  for  improvement  in  management 
and   internal  control  of  the  school's  operations. 

Based  on  the  results  of  our  audit  we  issued  an  unqualified 
opinion  on  the  school's  financial  schedules  (see  the  opinion  on 
page  3).  For  the  legal  compliance  items  tested,  we  found  the 
FSTS  complied  with  applicable  state  laws  and  regulations.  Nothing 
came  to  our  attention  to  indicate  that  FSTS  had  not  complied  with 
untested   laws  and   regulations. 

BACKGROUND 

The  Fire  Services  Training  School  was  created  in  1957  by  the 
Superintendent  of  Public  Instruction.  In  1973  the  school  was 
moved  to  Great  Falls  and  placed  under  Great  Falls  School  Dis- 
trict #1.  The  school  became  a  state  agency  in  1977,  directed  and 
controlled  by  the  Board  of  Public  Education.  It  remains  in  Great 
Falls. 

The  school  was  originally  developed  at  the  urging  of  the 
Montana  Fire  Chiefs  Association.  Because  most  of  the  state's  fire 
departments  were  receiving  little  or  no  training,  the  association 
believed  a  central  schou  would  be  better  able  to  deliver  needed 
education. 

The  role  of  the  Fire  Services  Training  School  is  to  provide 
support  and  training  for  the  state's  professional  and  volunteer  fire 
services.  Support  takes  the  form  of  specific  technical  or  advisory 
assistance    such    as    helping    areas    organize    fire    departments    and 


testing  department  equipment.  Training  is  provided  tinrougin  local 
and  regional  scfiool  instructed  sessions  as  well  as  tliroughi  tine 
"train  the  trainer"  concept  -  teaching  various  instructors  the 
necessary  techniques  to  allow  them  to  instruct  their  own  area 
personnel.  The  school  also  provides  training  aids  through  an 
audiovisual   and   resource  library. 

PRIOR   AUDIT    RECOMMENDATIONS 

The  prior  audit  of  the  Fire  Services  Training  School  was 
conducted  for  the  two  fiscal  years  ended  June  30,  1984.  We 
reviewed  the  status  of  prior  audit  recommendations  and  determined 
three  recommendations  still  apply  to  the  school's  operations.  The 
school   has   implemented  all   three  recommendations. 


AUDITOR'S   OPINION    LETTER 
AND   AGENCY    FINANCIAL  SCHEDULES 


SUMMARY   OF  AUDIT   OPINION 

The  auditor's  opinion  issued  in  this  report  is  intended  to 
convey  to  the  reader  of  the  financial  schedules  the  degree  of 
reliance  that  can   be  placed  on  the  amounts   presented. 

The  financial  schedules  are  prepared  from  the  Statewide 
Budgeting  and  Accounting  System  (SBAS)  without  adjustments  for 
errors  noted  during  the  audit.  This  is  done  to  convey  the  degree 
of  reliance  users  may  place  on  this  SBAS   information. 

The  unqualified  opinion  on  the  schedules  presented  means 
that  the  schedules  are  fairly  stated  in  all  material  respects  and 
that  the  user  can   rely  on  the  information   presented. 


STATE  OF  MONTANA 


SCOTT  A.  SEACAT 

LEGISLATIVE  AUDITOR 
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The  Legislative  Audit  Committee 
of  thie  Montana  State  Legislature: 

We  have  examined  the  financial  schedules  of  the  Fire  Services 
Training  School  for  each  of  the  two  fiscal  years  ended  June  30, 
1985,  and  1986,  as  shown  on  pages  4  through  9.  Our  examination 
was  made  in  accordance  with  generally  accepted  auditing  standards 
and,  accordingly,  included  such  tests  of  the  accounting  records 
and  such  other  auditing  procedures  as  we  considered  necessary  in 
the  circumstances. 

As  described  in  Note  1  on  page  7  to  the  financial  schedules, 
the  school's  financial  schedules  are  prepared  in  accordance  with 
state  accounting  policy.  Accordingly,  the  accompanying  financial 
schedules  are  not  intended  to  present  financial  position  and  results 
of  operations  in  conformity  with  generally  accepted  accounting 
principles. 

In  our  opinion,  the  financial  schedules  referred  to  above 
present  fairly  the  results  of  operations  and  changes  in  fund  bal- 
ances of  the  Fire  Services  Training  School  for  the  fiscal  years 
ending  June  30,  1985,  and  1986,  in  conformity  with  the  basis  of 
accounting  described  in  Note  1  on  page  7,  which  has  been  applied 
on  a  consistent  basis. 

Respectfully, 


A3i^ 


lames  Cillett,   CPA 
Deputy  Legislative  Auditor 


November  6,   1986 


FIRE  SERVICES  TRAINING  SCHOOL 
SCHEDULE  OF  CHANGES  IN  FUND  BALANCES 
FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1986 


General 
Fund 


Special 

Revenue 

Funds 


Enterprise 
Funds    '- 


FUND  BALANCE:  July  1,  1984 

ADDITIONS 

Fiscal  Year  1984-85 

Budgeted  Revenue 

Nonbudgeted  Revenue 

Prior  Year  Revenue  Adjustments 

Support  From  State  of  Montana 
Fiscal  Year  1985-86 

Nonbudgeted  Revenue 

Support  From  State  Of  Montana 

Budgeted  Revenue  &  Transfers  In 

Total  Additions 

REDUCTIONS 

Fiscal  Year  1984-85 
Budgeted  Expenditures  (see  Note  5) 
Prior  Year  Expenditure  Adjustments 
Direct  Entries  to  Fund  Balance 

Fiscal  Year  1985-86 
Budgeted  Expenditures 
Prior  Year  Expenditure  Adjustments 
Direct  Entries  To  Fund  Balance 
Total  Reductions 

FUND  BALANCE:  June  30,  1986 


$ 


■0- 


$   -0- 


$ -0- 


2,000 

75 

(338) 

238,114 

69 

227,986 

12,500 
14,162 

2,037 

466,244 

2,037 

235,703 

2,147 

339 

227,941 
114 

466,244 

$   -0- 


-0- 

(338) 

12,500 
2,000 

14,162 

$   -0- 


1,620 

(2,670)^ 
(1.050) 

$  3,087 


See  footnote  IB  on  page  7. 

'-Direct  Entries  to  Fund  Balance  in  the  Enterprise  Fund  should  have  been 
reported  as  residual  equity  transfers  from  the  General  Fund.   The  cost 
of  manuals  and  shoulder  patches  purchased  by  the  General  Fund  was  trans- 
ferred to  the  Enterprise  Fund  as  inventory  as  authorized  by  the  1985 
Legislature. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System. 
Additional  information  is  provided  in  the  notes  to  the  financial  schedules  on 
pages  7  through  9. 


FIRE  SERVICES  TRAINING  SCHOOL 

ESTIMATED  &  ACTUAL 


SCHEDULE  OF  BUDGETED  REVENUE 


FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1986 


Fiscal  Year  1985-86 


Sale  of 
Federal    Documents  & 
Assistance   Merchandise   Total 


SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 

ENTERPRISE  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


$  5,500 
12,500 

$  7.000 


$3,000 
2,037 


$  5,500 
12,500 

$  7.000 


$  3,000 
2,037 


$  (963)   $   (963) 


Fiscal  Year  1984-85 


SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


$   7,500 
2,000 

$(5.500) 


$    7,500 
2,000 

$(5.500) 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Account- 
ing System.  Additional  information  is  provided  in  the  notes  to  the 
financial  schedules  on  pages  7  through  9. 


FIRE  SERVICES  TRAINING  SCHOOL 
SCHEDULE  OF  BUDGETED  PROGRAM  EXPENDITURES  BY  OBJECT  AND  FUND 
FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1986 


PERSONAL  SERVICES 
Salaries 

Employee  Benefits 
Total 

OPERATING  EXPENSES 
Contracted  Services 
Supplies  &  Materials 
Communications 
Travel 
Rent 

Repair  &  Maintenance 
Other  Expenses 
Total 

EQUIPMENT  AND  INTANGIBLE  ASSETS 
Equipment 
Total 

TOTAL  PROGRAM  EXPENDITURES 


53.216 


5.553 
5.553 

$242.062 


Fiscal  Year 

Fiscal  Year 

1985-86 

1984-85 

$153,415 

$151,498 

29,878 

29.398 

183,293 

180,896 

6,199 

6,170 

16,106 

21,447 

14,904 

9,708 

12.312 

9,924 

532 

357 

1.535 

1,731 

1,628 

991 

50, 

,328 

^. 

,480 

^, 

,480 

$235, 

,704 

GENERAL  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

SPECIAL  REVENUE  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

ENTERPRISE  FUNDS 
Budgeted 
Actual 
Unspent  Budget  Authority 


$229,147 

227,941 

$   1,206 


$  14,000 

12.500 

$   1.500 


$   3,000 

1,620 

$   1.380 


$235,869 

235,703 

$    166 


$  14,000 

-0- 

$  14.000 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Account- 
ing System.  Additional  information  is  provided  in  the  notes  to  the 
financial  schedules  on  pages  7  through  9. 


FIRE   SERVICES   TRAINING   SCHOOL 

NOTES  TO   FINANCIAL  SCHEDULES 

FOR   THE   TWO    FISCAL  YEARS   ENDED   JUNE   30,    1986 


1.      SUMMARY   OF  SIGNIFICANT   ACCOUNTING    POLICIES 
A.       Basis  of  Accounting 

The  state  of  Montana  uses  the  modified  accrual  basis  of 
accounting  which  is  described  in  the  Montana  Operations  Manual 
for  all  funds  administered  by  the  school  except  for  the  Enterprise 
Fund.  The  Enterprise  Fund  is  accounted  for  using  the  accrual 
basis  of  accounting. 

Under  the  modified  accrual  basis  of  accounting,  revenues  are 
recognized  when  measurable  and  available,  and  expenditures  are 
recorded  for  valid  obligations.  A  valid  obligation  exists  when  the 
related  liability  is  incurred  except  for  the  following  items  which 
are  also  considered   valid  obligations  under  state  accounting   policy. 

—  If  the  appropriation  provided  funds  to  complete  a  given 
project,  the  entire  amount  of  an  existing  service  contract  may 
be  accrued  even  though  the  services  are  rendered  in  fiscal 
years  subsequent  to  the  fiscal  year  in  which  the  expenditure 
is  accrued. 

— The  anticipated  cost  of  equipment  is  expensed  in  the  fiscal 
year  in  which  budgeted  if  a  valid  purchase  order  has  been 
issued. 

— Goods  ordered,  but  not  received  as  of  the  fiscal  year-end 
may  be  accrued  if  the  purchase  order  was  issued  in  the  fiscal 
year   in   which   the  anticipated  expenditure  is  to  be  accrued. 

Under  the  accrual  basis  of  accounting  revenues  are  recorded 
when  earned  and  expenses  are  recorded  when   incurred. 

B  .       Basis  of  Presentation 

The  financial  schedules  were  prepared  from  the  Statewide 
Budgeting     and     Accounting     System     (SBAS)     without    adjustments. 


Accounts    are    organized    on    the    basis    of    funds    according    to    state 
law.     The  following   fund   types  are  used   by  the  school: 

General  -  accounts  for  all  financial  resources  except  those 
required  to  be  accounted  for  in  another  fund.  Legislative 
appropriations  are   required   to   spend   from   this   fund. 

Special  Revenue  -  accounts  for  the  proceeds  of  specific 
revenue  sources  that  are  legally  restricted  to  expenditures 
for  specified  purposes.  Legislative  appropriations  are  re- 
quired  to  spend   from   this   fund. 

Enterprise  Fund  -  to  account  for  operations  (a)  that  are 
financed  and  operated  in  a  manner  similar  to  private  business 
enterprises  ~  where  the  intent  of  the  governing  body  is  that 
the  costs  of  providing  goods  or  services  to  the  general  public 
on  a  continuing  basis  be  financed  or  recovered  primarily 
through  user  charges;  or  (b)  where  the  governing  body  has 
decided  that  periodic  determination  of  revenues  earned, 
expenses  incurred,  and/or  net  income  is  appropriate  for 
capital  maintenance,  public  policy,  management  control,  ac- 
countability,  or  other   purposes. 

The  Enterprise  Fund  at  the  school  accounts  for  manuals  and 
patches  sold  to  firemen.  The  fund  was  established  in  fiscal 
year  1985-86  by  recording  the  cost  of  manuals  and  patches 
purchased  by  the  General  Fund  as  a  direct  entry  to  fund 
balance. 


2.  ANNUAL  AND   SICK    LEAVE 

Employees  at  the  school  accumulate  both  annual  and  sick 
leave.  Employees  are  paid  for  TOO  percent  of  unused  annual  and 
25  percent  of  unused  sick  leave  credits  upon  termination.  Accumu- 
lated unpaid  liabilities  for  annual  and  sick  leave  are  not  reflected 
in  the  presented  financial  schedules  of  the  Fire  Services  Training 
School.  Expenditures  for  termination  pay  currently  are  absorbed 
in  the  school's  annual  operational  costs.  At  June  30,  1986,  the 
school  had  a  liability  of  $15,089  for  annual  leave  and  $6,305  for 
sick   leave. 

3.  PENSION    PLAN 

Employees     are     covered     by     the     Montana     Public     Employees' 
Retirement     System     (PERS).       An     actuary     determined     PERS     was 
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funded  on  an   actuarially   sound   basis  at  July   1,    1986,      The  school's 
contributions  to  these  plans  are  shown   below: 

Fiscal  Year  Fiscal   Year 

1984-85  1985-86 

PERS  $9,727  $9,850 

4.  GENERAL   FUND    BALANCE 

The  General  Fund  is  a  Statewide  Fund.  Agencies  do  not  have 
a  separate  General  Fund  since  their  only  authority  is  to  pay 
obligations  from  the  Statewide  General  Fund  as  long  as  they  stay 
within  their  appropriation  limits.  Thus,  on  an  agency  schedule, 
the  beginning  and  ending  fund  balance  will  always  be  zero  for  the 
General   Fund. 

5.  EXPENDITURE  OF   FEDERAL  MONEY 

In  fiscal  year  1984-85  expenditure  of  federal  money  was 
mistakenly  recorded  in  the  General  Fund.  The  expenditures 
should  have  properly  been  recorded  in  the  Special  Revenue  Fund 
where  the  school  recorded  its  federal  grant  revenue.  The  error 
resulted  in  overstatement  of  General  Fund  expenditures  and  under- 
statement of  Special  Revenue  Fund  expenditures  by  $2,000  in  fiscal 
year  1984-85.  The  school  corrected  this  error  in  fiscal  year 
1985-86  by  recording  a  prior  year  adjustment  on  the  accounting 
records. 


